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I. EXECUTIVE SUMMARY m 

PURPOSE: We have applied the procedures described in Section I1 of 
this report to examine the appended Surveillance Report schedules 
for Rate Base, Net Operating Income and Capital Structure prepared 
by Tampa Electric Company for the twelve month period ending 
December 31, 1995. 

SCOPE LIMITATION: There are no confidential workpapers associated 
with this report. The last day of fieldwork was May 20, 1996. 
There was no Exit Conference held for this examination. 

DISCLAIM PUBLIC USE: This is an internal accounting report 
prepared after performing a limited scope audit; accordingly, this 
document must not be relied upon for any purpose except to assist 
the Commission staff in the performance of their duties. 
Substantial additional work would have to be performed to satisfy 
generally accepted auditing standards and produce audited financial 
statements for public use. 

OPINION: The schedules of Rate Base, Net Operating Income and 
Capital Structure for the twelve months ended December 31, 1995 
represent utility books and records maintained in substantial 
compliance with Commission directives. The expressed opinion 
extends only to the scope of work described in Section I1 of this 
report. 

SUMMARY OF FINDINGS: Tampa Electric Co. purchased a transmission 
line from the Orlando Utilities Commission. Since the purchase 
price was $6,182,810 greater than the book value received, a 
positive acquisition adjustment was recorded. Tampa Electric Co. 
included this acquisition adjustment as a component of rate base in 
their December 31, 1995 surveillance report filing. 
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11. SCOPE n 

The opinions contained in this report are based on the procedures 
described below. When used in this report COMPILED means that 
procedures include: 

COMPILED: Means that the audit staff reconciled exhibit 
amounts with the general ledger; 
for error or inconsistency; 
irregularity, or inconsistency; and, except as otherwise 
noted performed no other audit work. 

visually scanned accounts 
disclosed any unresolved error, 

RATE BASE: Compiled components of Rate Base and agreed same to 
Surveillance Report as filed by the Company. Tested 13 month 
average calculations. Traced selected account balances to 
supporting detail records. Agreed details of purchase of 
transmission line from Orlando Utilities Commission to purchase 
agreement. 

NET OPERATINQ INCOME: 
and agreed same to Surveillance Report as filed by the Company. 

Compiled components of Net Operating Income 

rn CAPITAL STRUCTURE: Compiled components of Capital Structure and 
agreed same to Surveillance Report as filed by the Company. 

OTHER: Recomputed Rate of Return on Equity with and without the 
inclusion of the acquisition adjustment. Traced the calculation of 
the $50,800,000 of 1995 Deferred Revenue to posting in the general 
ledger. Recalculated the amount of accrued interest on this 
deferred revenue. Agreed selected adjustments shown on the 
surveillance report schedules to supporting company workpapers. 
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DISCLOSURE NO. 1 
f l  

SUBJECT: Acquisition Adj ustment 

STATEMENT OF FACTS: 

Tampa Electric Company (TEC) acquired a 25% interest in a 
transmission line from Orlando Utilities Commission (OUC) on 
October 2, 1995. The purchase price was $7,459,939 consisting of 
$5,575,039 cash and the transfer to OUC of a partial ownership 
interest in one of TEC's transmission lines. This transmission 
line was not completed at the date of closing and therefore, the 
value to be transferred to OUC was estimated to be $1,884,900. The 
net book value of the transmission line purchased from OUC was 
determined to be $1,277,129. 

Based on this transaction, TEC recorded a positive acquisition 
adjustment of $6,182,810 computed as follows. 

PURCHASE PRICE 
Cash $5,575,03 9 
Rights to 69kV Line 1,884,900 

LESS: Book Value Received 1,277,129 
TOTAL PURCHASE PRICE 7,459,939 

ACQUISITION ADJUSTMENT $6,182,810 _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _  
TEC recorded this acquisition adjustment in Account 114 and 

credits this account each month for the amortization over the 
estimated remaining life of the acquired property (31 years). The 
unamortized balance in the account at 12-31-95 was $6,132,950. 

The Federal Energy Regulatory Commission (FERC) has approved 
this purchase and exchange of facilities and the recording of the 
acquisition adjustment in Account 114. TEC has not applied for 
approval from the FERC to include recovery of this acquisition 
adjustment in their wholesale rates. 

TEC did include this acquisition adjustment in their retail 
Rate Base shown in their 1995 Surveillance Report. 

STATEMENT OF OPINION: 

Prior FPSC rulings sometimes allow acquisition adjustments to 
be included in rate base and sometimes they are not allowed, 
depending on the circumstances. TEC's 1995 Return on Equity (ROE) 
would not be materially affected if this acquisition adjustment was 
not allowed. This is because the 13 month average amount included 
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n Disclosure No. 1 (con't) 

in rate base was only $1.4 million. In 1996, however, the effect 
on ROE could be material because approximately $6 million would be 
included in rate base and $199,440 of amortization expense would be 
included in NOI. 

CONCLUSION: 

The FPSC should make a determination if this acquisition 
adjustment will be allowed in rate base. The amount of Deferred 
Income required in 1996 will depend on this determination. 
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TAMPA ELECTRC COMPANY 
AVERAGE PATE OF RETURN 

RATE BASE 
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SCHEDULE 2 
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state of Florida h 

Commissioners: 
SUSAN F. CLARK, CHAIRMAN 
1. TERRY DEASON 
JULIA L. JOHNSON 
DIANE K. KIESLING DIRECTOR 

DIVISION OF RECORDS &, 
REPORTING 
BLANCA S. BAY0 

JOE GARCIA (904) 413-6770 

June 27,1996 

Angela Llewellyn 
Tampa Electric Company 
702 North Franklin Street 
Tampa, Florida 33602-4418 

RE: Docket No. 950379-EI -- Tampa Electric Company 
Surveillance Audit Report - Period Ended December 31, 1995 
Audit Control #96-060-2-1 

Dear Ms. Llewellyn: 

The enclosed audit report is forwarded for your review. Any company response filed with 
this office withim ten (10) work days of the above date will be forwarded for consideration 
by the staff analyst in the preparation of a recommendation for this case. 

Thank you for your cooperation. 

Sincerely, 

_ - .  
Bureau of Records 

KF/mas 
Enclosure 
cc: Public Counsel 

Ausley Law Firm 




